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MUMBAI: Indian factory output touched
a nine-month low in September on fewer
export orders, even as inflationary pres-
sures have eased, a key HSBC survey
showed yesterday. The British banking
giant said its Purchasing Managers’ Index
(PMI), which measures factory produc-
tion, eased to 51.0 points from 52.4 the
previous month. The September reading
was the weakest since December 2013
and is also the second consecutive
month-on-month fall.

In the survey, keenly watched as a har-
binger of industrial expansion and eco-
nomic health, a reading of more than 50
points suggests expansion while any-
thing below indicates contraction.
“Manufacturing activity continues to
slow amid weaker output and new order
flows. Responding to the slowdown,
firms lowered purchases and trimmed
inventories,” said Frederic Neumann,
HSBC Asian economic research co-head.
But on the brighter side, the report says

the capital goods segment-a key variable
of underlying economic sentiment-wit-
nessed a sharp rise in the same period
suggesting conditions in India’s manufac-
turing sector were slowly improving.

The central bank, firmly fixed on taming
inflation, was unlikely to assist factories in
boosting their activity by cutting interest
rates, according to HSBC’s Neumann. The
Reserve Bank of India kept interest rates
unchanged on Tuesday, citing the risk of
rising food and fuel prices, despite busi-

ness clamoring for a cut to lower lending
levels and help boost economic growth.
Wholesale price inflation fell to a near five-
year low in August, but retail inflation,
which the RBI closely tracks, is hovering at
close to eight percent.

The economy expanded by 5.7 per-
cent in the first quarter of the financial
year from the same period a year earlier-
the best quarterly performance in more
than two years. But economists say India-
with three quarters of a billion people

under the age of 35 - needs to return to
at least eight-to-nine percent growth to
create jobs for its young people. “The RBI
would rather see growth recover sup-
ported by supply side reforms than
through monetary policy stimulus,”
Neumann said. RBI Governor Raghuram
Rajan took a similar line on Tuesday, say-
ing the key to “turnaround in the growth
path” was through reviving investment
while keeping government spending on
a tight leash and boosting exports. —AFP

India factories slow to lowest level this year

BRASILIA: The United States will pay Brazilian
cotton producers $300 million to settle a
decade-old dispute over cotton subsidies, two
officials familiar with the settlement said on
Tuesday, the first concrete step to repair ties hurt
by an espionage scandal. The agreement will be
formally signed on Wednesday morning in
Washington after Brazilian Agriculture Minister
Neri Geller and Foreign Minister Luiz Alberto
Figueiredo traveled to the US capital to finalize
details.

“Everyone is relieved that this case is finally
being put behind us and that Brazil and the US
can now move on to the many common inter-
ests that unite us,” one of the officials familiar
with the settlement said. In exchange for the
one-off payment to the Brazil Cotton Institute, or
IBA, Brazil agreed not to take any further trade
measures against the United States. The official
said the United States could implement a new
farm bill without concerns about retaliation.
“When you consider what was on the line for
both sides, this is a win-win deal,” he said. US
Trade Representative Michael Froman and
Secretary of Agriculture Tom Vilsack are expect-

ed to sign the agreement for the US side.
Relations between the United States and

Brazil were strained last year by revelations the
National Security Agency spied on President
Dilma Rousseff with secret Internet surveillance
programs made known in documents leaked by
former NSA analyst Edward Snowden.
Diplomatic talks on a wide range of subjects -
from double taxation to visas aimed at facilitat-
ing business between the Western Hemisphere’s
two largest economies - ground to a halt.
Rousseff canceled a state visit to Washington
and demanded an apology from President
Barack Obama. The United States said publicly it
regretted the incident, but has stopped short of
issuing a formal apology.

The cotton breakthrough comes just days
before Sunday’s presidential election in which
Rousseff’s two main rivals have vowed to rebuild
ties with Washington to open markets for
exporters in a country hit by recession. In 2004,
Brazil won a challenge against US cotton subsi-
dies at the World Trade Organization, giving it the
right to impose $830 million in sanctions against
US products.  Brazil agreed to suspend the penal-

ty if the United States paid into an assistance
fund for Brazilian cotton farmers. The United
States stopped paying the monthly compensa-
tion in October last year due to budget disagree-
ments in Congress, prompting the Brazilian gov-
ernment to threaten to slap higher tariffs on US
products. The retaliation would have deepened
diplomatic tensions between both countries, offi-
cials and experts said at the time.

Reports earlier this year said the United
States was willing to pay at least $460 million in
compensation to Brazilian growers to end the
dispute, according to Brazilian diplomatic docu-
ments obtained by hackers and leaked to the
local press. US Vice President Joe Biden traveled
to Brazil and met with Rousseff in June in hopes
of turning the page on the spying dispute. He
assured her that Washington has changed the
way it conducts electronic surveillance. In anoth-
er sign that relations are starting to move for-
ward, Brasilia and Washington signed a tax infor-
mation exchange pact last week that could lead
to a tax treaty to avoid double taxation of US
companies operating in Brazil and Brazilian busi-
nesses in the United States.—Reuters

US and Brazil resolve a 

decade-old trade fight
US to pay $300 million to end cotton trade dispute

NORTH DAKOTA: Photo shows an oil rig in Tioga, North Dakota. US oil prices rose sharply at the start of a busy week of economic
data expected to further strengthen confidence in the comparative strength of the American economic recovery. —AFP

MERKWILLER-PECHELBRONN: Sustainably
high oil prices have lured small oil explorers
back to Alsace, the cradle of the French oil
exploration industry that gave birth to corpo-
rate giants such as Schlumberger. The activity
near the Rhine on the German border does not
amount to an oil boom. The region provides 1
percent of French oil production, which is just
under 2 percent of European output.
Nonetheless, 13 wells are pumping, two explo-
ration permits have recently been granted and
more are being reviewed by the French admin-
istration.

“For us, Alsace was a sleeping beauty,” said
Stephane Touche, whose company Millennium
Geo-Venture holds the two recent exploration
permits and has applied for five more. Among
its advantages, the region’s oil reserves are
already completely mapped and are very close
to the surface. Oil leaks have long provided a
favorite mud-bath playground for wild boars in
the Alsatian forest. Oil production in Alsace
started in the 18th century and peaked in the
1920s, when more than 650 wells and four
refineries supplied 5 percent of French oil
needs and provided work for 3,000 people
around Merkwiller-Pechelbronn, 50 km north
of Strasbourg.

In that era, the Schlumberger brothers car-
ried out the first electrical well log and created
the company. The drop in oil prices and large
discoveries in what was then French Sahara led
to the end of the region’s oil industry in the
1960s. The Rhine valley has produced about 80
million barrels of oil so far, Touche said.
Millennium recently drilled its first well near
Soufflenheim, and production is expected to
start this autumn.  The 46-year-old engineer
founded the company with investors from
Norwegian company Moore Energy, which has
applied for more licences in the Paris basin for
conventional oil and gas.

More profitable 
Another advantage for the oil industry is

that French taxes are light by comparison with
more established oil-producing countries.
Crude production in France becomes commer-
cially viable at around $70 a barrel, according
to industry figures. “A barrel produced in
France is 10 to 20 times more profitable than a
barrel produced in Africa,” said Philippe Labat,
who founded a small company called Oelweg

and runs a well near Oberlauterbach. The 60-
year-old had been a production engineer at
Elf, now known as Total, when it tried and
failed to revive French oil production in the
1980s. Oelweg, which has applied for three
more permits in Alsace, has re-opened a well
abandoned by Elf and has added a heater to
improve its productivity.

The beam pump, surrounded by corn fields,
produces 10 barrels per day with only one
part-time worker, giving Oelweg a net profit of
163,500 euros ($207,400) in 2012 on revenue
of 375,000 euros. Since the closure of the
region’s Reichstett refinery in 2011, oil from
Alsace is send to the Karlsruhe refinery in
Germany. “Thanks to Alsace, France exports
crude oil,” Labat quipped. The French authori-
ties have not made oil exploration any easier in
recent years, however. France banned
hydraulic fracking in 2011, and fears about
shale gas among environmentalists and the
public have made even conventional oil
drilling suspect.

Last year, a request by US firm Hess Corp to
explore for shale oil and gas in the Paris basin,
France’s main production area, was rejected by
the government despite assurances it would
not use fracking. The fracking technique,
which involves pumping water and chemicals
underground, was banned under former
President Nicolas Sarkozy due to concerns
over the environmental impact including pos-
sible contamination of groundwater and
earthquakes. The ban was upheld by the con-
stitutional court in 2013, after a challenge by
another US-based company, Schuepbach
Energy, which held two permits that were can-
celled.

French oil lobby UFIP estimates that 112
hydrocarbon permit requests are currently
frozen by the French administration, having
been withheld sometimes for several years,
although a few have been awarded this year.
But the debate about oil and gas exploration on
French soil shows no sign of abating. Sarkozy, in
a policy U-turn, came out in favor of shale gas in
his first political rally since his return to French
politics this month, while energy minister
Segolene Royal confirmed her opposition. Back
in Alsace, however, the local population has no
qualms about its black gold. “It’s part of our his-
tory,” the mayor of Soufflenheim, Camille
Scheydecker, said. —Reuters

Oil exploration makes a tentative

return to Alsace region

KUWAIT: “The economic reforms that have tak-
en place so far are courageous, ambitious and
impactful, but they must be supplemented with
a comprehensive vision that will set the frame-
work for long-term growth,” said Hisham El-
Khazindar, Co-Founder and Managing Director
of Qalaa Holdings during his opening keynote
speech at Al Mal’s 10th annual Money & Finance
Conference. 

“During the past three months we have wit-
nessed the implementation of an ambitious set
of long-overdue reforms that have already had a
positive impact on the economy,” said El-
Khazindar. “In the next period we can expect to
see a gradual shrinking of the budget deficit
which is an important early indicator for both
local and international investors of where things
are headed,” he added. El-Khazindar also noted
that the removal of energy subsidies and the
liberalization of the energy sector in general,
which will allow private sector participation,
was a particularly encouraging step that will be
of benefit to the country on multiple levels. 

“Egypt’s production capacity has been suf-
fering tremendously during the past period
because of limited energy supplies. If we look at
the cement sector as a case in point we can see
that Egypt’s cement capacity went down from
50 million tons per annum to c. 30 million tons
because factories did not have access to fuel,”
said El-Khazindar. “Allowing the private sector to
import coal and natural gas will improve the
efficiency of our industrial sector across the
board and that alone will translate into growth
before we even begin to factor in the impact of
new investments.”

The challenge according to El-Khazindar will
be moving beyond the short-term growth that

is largely the result of a rebound effect to sus-
tainable long-term economic development that
will result in a tangible improvement in the
standard of living for all Egyptians. “Long-term
growth will only be possible if we have an inte-
grated vision with clearly communicated goals
and a plan to minimize the negative impact of
fiscal reforms,” said El-Khazindar. “Raising taxes
was a must but the next step is coming up with
a way to move the informal sector into the real
economy so that they can start paying taxes.
Putting a cap on public sector salaries was nec-
essary but we have to keep in mind that with-
out competitive salaries we compromise our
ability to attract high caliber employees.”

Regarding the negative impact of energy
subsidy removal, El-Khazindar noted that a
proper social welfare system must be put in
place whether it’s the further activation of smart
cards or conditional cash transfers for those in
need. Qalaa Holdings executives Mohamed
Shoeib, Managing Director and Head of the
company’s Energy Division and Amr El-Garhy,
Managing Director and Head of Agrifoods and
the Corporate Finance and Investment Review
Function also participated in panels on manag-
ing Egypt’s energy needs and tapping into new
sources of financing. 

Qalaa Holdings has undergone a transfor-
mation process that has seen it develop from a
private equity model to an investment holding
company with a focus on the core industries of
energy, cement, agrifoods, transportation &
logistics, and mining. The new structure gives
the company the leeway to hold investments
longer and thus create more value for both
shareholders and the regional economies in
which it invests.

Qalaa Holdings chief expresses 

optimism on Egypt’s economy

YANGON: Myanmar has granted nine foreign
banks, including three Japanese lenders and
Australia’s ANZ, coveted licenses to operate on a lim-
ited basis, the government’s biggest move to date
to bring in much needed foreign capital to a fast
growing economy. Crippled by decades of misman-
agement under military regimes and cut off from
much of the world due to Western sanctions, the
domestic banking sector remains ill-equipped to
provide services to local citizens, let alone global
companies.

While the licenses are limited to one branch that

can provide loans to foreign companies and only in
foreign currency, they will provide the winning bid-
ders a strong foothold in what investors and econo-
mists see as one of Asia’s most promising markets.
Myanmar’s economy is expected to grow 7.75 per-
cent in the 2014/15 financial year from 7.3 percent
last year, International Monetary Fund data shows.
“Given its size, economic potential and its strategic
position between China and India, Myanmar is fore-
cast to be one of the fastest growing economies in
the region over the medium term,” Andrew Geczy,
CEO of international and institutional banking for

Australia and New Zealand Banking Group (ANZ),
said in a statement.

The core banking units of Mitsubishi UFJ
Financial Group , Sumitomo Mitsui Financial Group
and Mizuho Financial Group all gained licenses -
underscoring Japan’s growing investment and influ-
ence in a country that is home to big projects such
as the Thilawa economic zone near Yangon. Also
making the cut were the Industrial and Commercial
Bank of China Ltd, Singapore’s Oversea-Chinese
Banking Corp and United Overseas Bank, Thailand’s
Bangkok Bank and Malaysia’s biggest lender
Malayan Banking Berhard (Maybank).

The bidding process was open to around 40 inter-
national banks with representative offices in the
country. Twenty-five banks applied. “This process has
taken a very long time and been incredibly competi-
tive,” said Veronica O’Shea, a partner at law firm
Herbert Smith Freehills in Singapore. “These banks
were never expecting to get a full license, as long as
they can do a reasonable amount of commercial
activity then they will be very happy,” she said.

Lost opportunity?
US banks did not apply, as the United States main-

tains some sanctions on Myanmar. These measures
include a Specially Designated Nationals List, a so-
called black list that forbids US nationals or compa-
nies from doing business with persons or entities list-
ed. By contrast, the European Union, Australia and
other countries have lifted sanctions in response to
widespread political and economic reforms initiated
by the reformist, semi-civilian government that took
over from a military junta in March 2011. The foreign
banks will be allowed to lend to local institutions - a
cooperation which is expected to encourage domes-
tic outlets to improve their operations and cut down
on corruption. —Reuters

Myanmar grants first licenses 

to foreign banks in decades

Japan banks, ANZ among 9 lenders to gain licenses

YANGON: Myanmar people walk past cars at a traffic junction in Yangon. From navi-
gating steamy city gridlocks to playing Myanmar’s favorite sport, new online applica-
tions are putting a local spin on the worldwide web as cheap mobile technology
ignites an Internet revolution in the once-isolated nation. —AFP

MUMBAI: At its 27th annual convention in
India, “Roundtable for Life Insurance” hon-
ored Nafea Al-Shawwaf from the Individual
Life department of Warba Insurance
Company who achieved the conditions for
membership in the ceremony attended by
a large group of insurance companies in
India. Nafea said that he is very proud of
this accomplishment achieved for Kuwait
and for the company which provides many
types of life insurance.

He also added, “Through the 27th con-
ference of LIRT, they had an opportunity to
share the ideas and opinions with mem-
bers of various insurance companies spe-
cializing in life insurance and exchange
experiences with them. It was a good
experience to earn new friends in this field

and good opportunity to develop our skills
and our performances.” The guests and
speakers were from different backgrounds
and different countries; Steve Clarke is
from UK while Max Moyo the CEO of Ignite
My Potential is from South Africa. 

Also, Latesh Shah - Writer-Producer-
Director-Trainer attended the event. It is
worth to mention that Life Insurance
Round Table emerged out of a dream of
few dedicated agents (in 1988) who
attended Mill ion Dollar Round Table
Conventions at USA. These agents felt the
need of an organization like Million Dollar
Round Table to establish forum dedicated
to fostering high standard- based on pro-
fessional approach to life insurance sales
and service.

Warba Insurance join the 

Life Insurance Round Table


